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INTERNATIONAL 


Financial News Survey... 


The European payments deficit with the United States 
during the first quarter of this year was at an annual 
rate of $2.1 billion, which was more than 40 per cent 
less than in the corresponding quarter of 1949, accord- 
ing to figures published by the United Nations Economic 
Commission for Europe (ECE). This marked improve- 
ment was due almost entirely to a reduction in imports 
from the United States. 

While there was little change in the total overseas 
trade balance of the European countries during the first 
quarter of 1950, compared with the last quarter of 1949, 
this too represents an improvement, since there is usually 
a deterioration in Europe’s position in the first quarter 
of the year. 

A comparison of trade in the six months after the 
September 1949 devaluations with the preceding six 
months shows that Europe’s total exports increased 15 
per cent in volume, and that those to the Western Hemi- 
sphere rose by some 40 per cent. The dollar value of these 
exports to the Western Hemisphere, in spite of devalua- 
tion, increased by 10 per cent, to $1.16 billion. Exports 
from Europe to overseas areas other than the Western 
Hemisphere remained constant. The European export- 
ing countries which devalued most showed the greatest 
improvement in exports. 

Europe’s imports from overseas showed a further 
shift away from hard currency sources. There was a 
particularly marked drop in Western German imports 
from the United States. The United Kingdom and most 


Europe 
Anglo-American Film Agreement 


Agreement in principle has been reached between the 
U.K. Board of Trade and the American Motion Picture 
Industry concerning the disposal of U.K. earnings of 
American film companies. Of these earnings, $17 mil- 
lion will, as in the previous (March 1948) agreement, 
be remittable to the United States. Earlier provisions 
relating to the earnings of British films in the United 
States will be replaced by a bonus scheme of which 
details will be worked out later. This scheme will pro- 
vide for additional dollars to be made available to in- 
dividual companies in proportion either to their expendi- 
ture on film production in the United Kingdom or to 
their expenditure on the purchase of American rights of 
British-made films or to the amount earned by British- 
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continental European countries made important shifts 
away from Canada and toward soft-currency countries. 

The volume of intra-European trade in the six months 
following devaluation was 27 per cent higher than during 
the preceding six months. A large part of this increase 
resulted from the trade liberalization policies of Western 
European countries, especially with respect to such 
products as textiles, in which trade had previously been 
severely restricted. 

According to ECE, Europe is now less dependent on 
imported raw materials than it was before the war. 
While industrial production has significantly exceeded 
the prewar level, imports of materials from overseas 
have not shown a corresponding increase. At the same 
time, owing to the tendency for European countries to 
give priority to their own needs before exports, intra- 
European trade in these materials has remained even 
lower, in relation to prewar trade, than overseas imports. 

ECE reports that changes in overseas trade are “in the 
main, along the lines necessary for a solution of Europe’s 
balance-of-payments problem.” It adds, however, that, 
should large-scale reductions of imports become neces- 
sary for balance of payments reasons, “a considerable 
part of the cut would undoubtedly have to fall on im- 
ports of food and feeding-stuffs in order to avoid as far 
as possible a dislocation of industrial production.” 
Source: Economic Commission for Europe, Economic 

Bulletin for Europe, Geneva, Switzerland, Au- 
gust 4, 1950. 


made films distributed by them in the United States. 
The agreement becomes effective October 1, 1950 and 
will continue for at least one year. 

Source: Records and Statistics, Supplement to The 
Economist, London, England, August 12, 1950. 


U.K. Nylon 


Because of the shortage of nylon in the United States, 
caused by the demand for nylon for defense use, some 
American hosiery manufacturers have offered to pay 
dollars directly to Brirtish manufacturers if they will 
agree to export British-made nylon stockings direct to 
the export customers of American manufacturers. Al- 
though the British hosiery producers would like to earn 
dollars, it is doubtful that they can take over these avail- 
able American markets in view of the great difficulty 
of obtaining the necessary import licenses from the Board 
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of Trade for the importation of the latest type American 
machinery needed for the manufacture of 15 denier 
nylon stockings. Without imports of this new machinery 
from the United States, British manufacturers do not 
believe they will be able to expand production enough 
to supply, to any extent, the U.S. overseas hosiery 
markets. 

Source: The Financial Times, London, England, August 

8, 1950. 


French Balance of Trade 


In July, for the first time since the war, the French 
balance of trade with foreign countries showed a surplus 
(with her Overseas Territories, France has traditionally 
accumulated a surplus). The July surplus resulted from a 
sharp drop of imports from foreign countries—to only 
$149 million, compared with the monthly average of 
$195 million for the first half of 1950. Exports of $152 
million in July differed little from the average of $143 
million in the first half of the year. Thus the surplus in 
July was $3 million, compared with a monthly average 
deficit of $52 million in the first half-year (and of $89 
million in the first half of 1949). 

The balance of trade with OEEC countries, and parti- 
cularly with the United Kingdom, has been favorable 
for France. The trade balance with the United States 
continues to improve. Exports are still at a low level, 


but are increasing slowly while imports have sharply 
declined. Therefore, exports to the United States, which 
covered only 10 per cent of imports from that country 
in 1949, rose to 18 per cent of imports in the first half 
of 1950. 


Source: The Wall Street Journal, New York, N.Y., 
August 12, 1950. 


Cost of Rearmament in France 


In the memorandum sent to Washington on August 6, 
in answer to the U.S. questionnaire on the problem of re- 
armment within the Atlantic Pact, the French Govern- 
ment states that the present military budget of France is 
420 billion francs (US$1.2 billion). For fiscal 1951, the 
military budget is expected to reach 500 billion francs. 
These expenditures represent roughly 6 per cent of the 
net national income, or 5 per cent of the gross national 
product. In addition to these expenditures, France would 
commit herself to exceptional military expenditures of 
3,000 billion francs (US$8.5 billion) in a three-year 
program if a comprehensive economic and military 
agreement is reached within the Atlantic Pact. One of 
the two most important implications of the French plan 
is that the ratio of military expenditures to national in- 
come would rise to 10 per cent. At a time when a large 
investment program is under way and about to be sup- 
plemented by large private construction programs, such 
a rise in military expenditures would imply a complete 
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reworking of economic policy if general inflation is to 
be avoided. The second implication is that, under the 
French proposal, the Atlantic Pact would cease to be 
chiefly of a military nature, but would gradually trans- 
form itself into a much broader plan, covering economic, 
administrative, and political matters. 
Sources: Le Monde, Paris, France, August 7, 1950; 
New York Herald Tribune, Paris, France, 
August 7, 1950; The Journal of Commerce, New 
York, N.Y., August 8, 1950. 


Danish Economic Situation 


The Danish Parliament met on August 8 to discuss the 
Government’s proposals concerning increased military 
expenditures and measures to improve the economic 
situation. 

It was proposed that military expenditures be in- 
creased by DKr 350 million, to be covered partly by a 
special tax on incomes over DKr 10,000 and partly by a 
forced defense loan on estates over DKr 50,000. The 
opposition parties agreed to the increase in military 
expenditures, but did not agree on the method of 
financing. 2 

The measures to improve the economic situation were 
intended mainly to obtain equilibrium in the balance of 
payments. It was proposed that imports be reduced by 
DKr 300 million. In order to make such a reduction 
possible, the Government proposed to remove 50 com- 
modities from the list of commodities which may be 
imported freely from the OEEC countries. The Govern- 
ment justified this proposal by the fact that inventories 
of these commodities had increased sharply. The present 
foreign exchange situation, moreover, does not permit 
any additional increase of inventories; on the contrary, 
a reduction is advised. In addition to these curbs on 
imports, the Government proposed new taxes on alcohol, 
beer, tobacco, chocolate, gasoline, and automobiles. The 
proceeds of these taxes, estimated at DKr 188 million, 
would be used to reduce the Government’s wartime debt 
to the National Bank. 

The increase in these taxes was not approved by Par- 


liament and the Government decided to resign; new : 


elections will be held on September 5. The temporary 

imposition of restrictions on imports was approved, how- 

ever, until the new Parliament which will be elected in 

September reaches a decision on this measure. 

Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, August 10, 1950; Harald R. Martinsen, 
Danish Letters, Copenhagen, Denmark, August 
11, 1950. 


Norwegian Foreign Trade 


Norway’s imports in the first six months of 1950 were 
NKr 2,572 million (US$360 million), compared with 
NKr 2,013 million in the same period last year. For 


A 
Nethe 
June | 
for F; 
and cx 
board 
Finlan 
iron, s 
other | 
cating 
as wel 

ports 
tobacc: 
than i 



















se 









a“ 



























































, Par- 

new | 
orary | 
, how- | 


ted in 








», Nor- 
tinsen, 


August 


50 were 
od with 


r. For 

























FINANCIAL NEWS SURVEY 


exports the comparable figures were NKr 1,289 million 
(US$180 million), and NKr 1,120 million. Thus the 
trade deficit increased to NKr 1,283 million (US$180 mil- 
lion), from NKr 893 million in the first half of last year. 

The increase in imports was due mainly to larger im- 
ports of grain, oilseeds and fat, textiles, and ships, with 
ships accounting for 30 per cent of the total increase. 
The increase in exports was due mainly to larger exports 
of fertilizer and ores and metals. 

Figures for trade with individual countries, available 
for the first five months of the year, show that more than 
80 per cent of the increase in imports over last year 
originated in the Western European countries, mainly 
the United Kingdom, Sweden, France, and the Nether- 
lands. Imports from the Western Hemisphere, when 
measured in kroner, were the same as in the correspond- 
ing five months of 1949; when measured in U.S. dollars, 
however, they showed a decrease. Exports, measured in 
U.S. dollars, to the Western Hemisphere were the same 
in both periods. 

Source: Statistisk Sentralbyré (Central Statistical Bu- 
reau), Press Release, Oslo, Norway, August 2, 
1950. 


Swedish Defense Costs 


Sweden will have to spend an average of SKr 1.32 
billion (US$264 million) a year on national defense 
during the next ten years, according to Swedish Govern- 
ment estimates. The figure is based on a study made by 
a committee of experts appointed in 1949 to investigate 
possible savings in defense spending. 

For the fiscal year ended June 30, 1950, defense costs 
amounted to SKr 800 million ($160 million), or 18.8 
per cent of total governmental expenditures, and it had 
been hoped that there would be no need to increase the 
percentage. 


Source: The American-Swedish News Exchange, Inc., 


News from Sweden, New York, N.Y., July 26, 
1950. 


Finnish-Dutch-Indonesian Trade Agreement 


A trade agreement concluded between Finland, the 
Netherlands, and Indonesia, and covering the year ending 
June 30, 1951, was signed on June 29, 1950. It provides 
for Finnish exports valued at 90 million Dutch guilders 
and consisting mainly of wood and products, paper, paper 
board, converted paper and products, etc. In exchange, 
Finland will import from the Netherlands ships, coke, 
iron, steel, and other metals, rayon yarn, rayon thread, and 
other textile products, chemicals, dyes, edible oils, lubri- 
cating oils, electric and other machines and installations, 
as well as supplies for the radio industry. Finland’s im- 
ports from Indonesia will include crude rubber, tea, 
tobacco, etc. Finnish exports to Indonesia will be less 
than imports from Indonesia; the resulting deficit is to 
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be settled through special clearing arrangements between 
Finland and the Netherlands. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., August 14, 1950. 


Dutch Holdings of Deutsche Marks 


Mainly as a result of German import liberalization 
measures, sizable credit balances in Deutsche Marks are 
being accumulated by the Netherlands from her trade 
transactions with Western Germany. Despite a recent 
marked rise in the flow of German goods to the Nether- 
lands, such balances are now reported at the equivalent 
of about 320 million guilders, contrasted with 26 million 
guilders which the Netherlands owed to Western Germany 
on September 30, 1949. Netherlands authorities are not 
counting on the possibility of a settlement in gold or 
hard currency. Nor are these credit balances likely to be 
reduced appreciably through the compensation of Nether- 
lands’ obligations toward other countries under EPU, 
since most of the Netherlands’ creditors are also creditors 
of Western Germany. 

Dutch intermediaries are reported as taking advantage 
of the overvaluation of the Deutsche Mark through so- 
called switch-transactions in German goods. German 
goods, purchased with Netherlands holdings of Deutsche 
Marks, are subsequently sold, at a loss of 10 to 14 per 
cent, against U.S. dollars or other hard currencies. Of 
these proceeds, 25 per cent is surrendered to the Neder- 
landsche Bank and 30 per cent is used to purchase com- 
modities in hard currency markets which are then re- 
exported to Western Germany at significant premiums 
which German importers are apparently prepared to pay; 
the countervalue of these reexports is credited to the 
Netherlands’ account in Deutsche Marks. The remain- 
ing 45 per cent is used to purchase dollar goods which 
are, also at considerable premiums, resold against other 
currencies (such as French and Belgian francs). It is 
true that through operations of this type Netherlands 
balances are reduced, but the reduction is not extensive. 
Moreover, it is doubtful that Western Germany will be 
prepared for long to allow others to earn dollars in this 
way from her export products. Dutch holdings in 
Deutsche Marks are also increasing by a lively transit 
trade through which commodities imported into the 
Netherlands from other countries are processed slightly 
and then reexported to Western Germany. From the 
point of view of the Netherlands, this corresponds in 
fact to the conversion of dollars, sterling, and other cur- 
rencies into Deutsche Marks. 

The most effective ways to check further accumulation 
of Deutsche Mark balances should be either through the 
expansion of Netherlands imports from Western Germany 
or the scaling down of Dutch exports to Western Germany. 
The former, however, is regarded as a threat to Nether- 
lands industrialization plans, while the latter is a difficult 
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step to take, since the Western German market is of 
particular importance to Dutch agriculture. Another 
proposal envisaging investment of outstanding balances 
in Western Germany is not generally accepted, not only 
because capital exports from the Netherlands would not 
be conducive to her industrialization efforts but also 
because the transfer of interest and dividends from 
Western Germany is prohibited by the occupation powers. 
Dutch capital already invested in Western Germany 
amounts to approximately 1 billion guilders, and because 
of the transfer ban some 30-40 million guilders in the 
form of interest and dividends has to be left there 
annually. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, July 

12, 1950. 


Portuguese 1949 Budget Results 


Total ordinary receipts of Portugal in the fiscal year 
1949 were 4,692 million escudos, and total expenditures 
were 5,661 million, leaving a deficit of 969 million es- 
cudos. Ordinary expenditures were 3,984 million escudos, 
while extraordinary expenditures were 1,677 million, of 
which 65 per cent was for investment projects. Ordinary 
expenditures were financed out of ordinary receipts, 
while extraordinary expenditures were financed as follows: 
borrowings 929 million escudos, previous budget surplus 
87 million, excess of ordinary receipts over ordinary ex- 
penditures 661 million. Treasury assets were reduced 
during the year from 697 million to 132 million escudos. 
Source: Jornal do Comercio, Lisbon, Portugal, July 27, 

1950. 


Savings Decline in Italy 


Figures released by the Bank of Italy show that in 
the first four months of 1950 commercial bank deposits 
had virtually stopped expanding. At the end of April, 
they were 1,987 billion lire, compared with 1,949 billion 
lire at the end of December. Moreover, between March 
and April, they showed a decline that, on an annual basis, 
would amount to some 2 per cent. The movement this 
year may be compared with the steady expansion of 
bank deposits throughout 1948 and 1949, at an annual 
rate of at least 25 per cent. The tendency to decline is 
clearer for current account deposits, which had already 
started to drop toward the end of 1949. Savings deposits 
with banks still show a moderate uptrend. Savings de- 
posits with the postal system continue to increase steadily ; 
in April they were 568 billion lire, or 12 per cent higher 
than at the end of December 1949. 

One reason suggested for these developments is that 
bank deposits offer too low a rate of interest; the rate 
for various types of deposits at present averages 0.9 per 
cent, compared with 1.9 per cent before the war. Com- 
mercial banks cannot meet the competition of other 
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types of saving, such as Treasury bonds and postal 
savings, which are just as safe as bank deposits and 
more remunerative. 

Referring to a campaign for raising the interest rate 
on bank deposits—in order to make more money avail- 
able for loans for private investments—the Minister of 
the Treasury has stated that, for the time being, such a 
measure is not possible. A one per cent increase in the 
rate (which would be required to bring it back to the 
prewar standard) would represent for the banks an ad- 
ditional charge of approximately 12 billion lire a year. 
This could be borne only if it were possible for the banks 
to collect and lend an additional 150 billion lire per 
annum—but this cannot be done under present cir- 
cumstances. 


Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, July 
31, 1950; Agence Economique et Financiére, 
Paris, France, August 1, 1950. 


Middle East 


Egypt’s Balance of Payments 


The balance of payments of Egypt in 1949 showed a 
surplus of £E4.9 million, compared with a deficit of 
£E12.2 million in 1948. In 1949 the deficit on trade 
account was about £E20 million, on net tourist account 
£E10.3 million, and on profits and interest account £E8.9 
million. These deficits were offset by invisible items, 
mainly Suez Canal dues of £E23 million and British 
Army disbursements of £E11 million. 


Source: Al Ahram, Cairo, Egypt, July 24, 1950. 


Egypt-Pakistan Trade Agreement 


According to a commercial agreement recently signed 
in Alexandria, Pakistan undertakes to export to Egypt 
4,000 tons of raw jute, 200,000 tons of wheat and un- 
defined quantities of tea, hides, caustic soda, and potas- 
sium. Egypt will provide in exchange cotton, cotton yarn, 
woolen and artificial silk, textiles, rice, and pharmaceu- 
tical products. 

Source: La Revue d’Egypte Economique et Financiere, 
Cairo, Egypt, July 29, 1950. 


Supply Problems in Lebanon 


In order to combat rising prices, caused partly by the 
international repercussions of the Korean war and partly 
by the embargo on wheat and flour exports in Syria, the 
Lebanese Government has decided to buy 65,000 tons of 
wheat from the International Wheat Office, which is its 
full quota for 1950. 


Source: Al Ahram, Cairo, Egypt, July 30, 1950. 
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FINANCIAL NEWS SURVEY 


Changes in Iran's Foreign Exchange Laws 


In accordance with a decree of Iran’s Council of 
Ministers, dated July 24, exporters will be free to retain 
all foreign exchange earnings and to use them either to 
purchase authorized imports, or to sell to other importers 
at a rate established by supply and demand conditions. 

According to the same decree, the central bank will 
make available foreign exchange at the certificate rate 
for the import of cotton piece goods, sugar, medical 
equipment and drugs, trucks and other means of trans- 
portation, tires, tea, iron, electric appliances, hides, in- 
dustrial raw materials, chemicals, industrial and agri- 
cultural machinery, and power plants. Previous barter 
agreements are not affected by these changes. 

Source: Ettéla’at, Teheran, Iran, July 29, 1950. 


Oil Royalties in Iraq 


The Iraqi Government has announced that negotiations 
with the Iraq Petroleum Company (IPC) have resulted 
in a 50 per cent increase in oil royalties, from 4 to 6 
“gold shillings” per ton of oil removed from the country 
(one “gold shilling” is equal to about 45 U.S. cents). 
The Government further announced that it will initiate 
legal proceedings to determine whether royalties shall be 
paid in free market gold or at the official exchange rate. 

The increased royalties are expected to bring Iraq at 
least US$47.6 million additional revenue between Janu- 
ary 1950 and October 1954, the period during which the 
old rate would otherwise have been in effect. Negotia- 
tions are continuing with regard to the Basrah and 
Mosul Oil Company, subsidiaries of IPC. These com- 
panies have been warned by the Iraqi Government that 
they will be taken over (with compensation for their 
expenditure) if no agreement is reached with them on 
increased production in their respective areas. 

Source: The Wall Street Journal, New York, N-Y., 
August 12, 1950. 


Bank Deposits in Israel 


Statistics of money deposits recently released indicate 
that bank deposits in Israel have increased from I£71.5 
million on January 31, 1949 (I£1 = US$2.80) to 1£93.7 
million on January 31, 1950, and 1£103.8 million on 
March 31, 1950, ie., an increase of 45 per cent in a 
fourteen-month period. The increase appears to be 
gathering momentum. The average monthly increase in 
1949 was less than [£2 million; in February and March 
1950, it exceeded I£5 million and this trend seems to be 
continuing. Deposits with credit cooperatives also in- 
creased from 1£14.3 million to I£22.8 million during the 
year ended January 31, 1950, i.e., a 60 per cent increase. 
Source: The Israel Economist, Jerusalem, Israel, June, 

1950. 





Far East 


Indian Imports 


The Government of India has issued an open general 
license for the import of a broad class of goods, such as 
metals, alloys, chemicals and electro-medical apparatus, 
from any part of the world, and for several other goods 
from soft curency areas only. The reasons for the liberal- 
ization of imports are the improved foreign exchange 
situation, the critical supply position of several goods, 
and the need for stockpiling in view of the changed 
international situation. It is stipulated that the goods 
imported must have been produced or manufactured 
only in the country from which they are shipped, and 
that they must be shipped on or before December 31, 
1950. 

Source: The Journal of Commerce, New York, N.Y., 
August 10, 1950. 


Tin Production in Thailand 


Thailand’s tin ore production in June 1950 reached a 
postwar monthly record of 1,210 tons. This figure, 
however, is less than half the prewar record of 2,457 
tons reached in December 1939. 

Source: Far East Trader, New York, N.Y., August 9, 
1950. 


China’s Wheat Crop 


It is reported that China’s wheat acreage in 1950 is 
61.8 million acres and that total production will amount 
to 20 billion kilograms. The acreage is 4.9 million acres 
above that of 1949, and the production estimate indicates 
an increase of 3.3 billion kilograms. 


Source: Ta Kung Pao, Hong Kong, July 4, 1950. 


Hong Kong’s Export Control 


The Export Control Decree of 1950, promulgated by 
the Hong Kong Government on June 30, 1950, requires 
the licensing of exports of coconut oil, copper, diamonds, 
lead, pepper, petroleum products, rubber, silver, tin, and 
tung oil to China and Macao. In the first quarter of 
1950, 84 per cent of the exports of petroleum products 
and 76 per cent of rubber exports were destined for 
China and Macao. 


Source:: Ta Kung Pao, Hong Kong, July 1 and 10, 1950. 
Taiwan’s Trade 


In the first six months of 1950, Taiwan exports through 
the port of Kaohsiung amounted to 222 million New 
Taiwan Yuan (US$44 million at the official rate of NTY5 
to US$1), and imports were NTY106 million (US$21 
million). The favorable trade balance for the half-year 
period was NTY116 million (US$23 million). 

Source: Chinese News Service, Press Release, New York, 
N.Y., August 8, 1950. 
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Philippine Trade and Balance of Payments 


The trade deficit of the Philippines in the first six 
months of 1950 was P322 million (US$161 million) less 
than in the first half of 1949, and the total value of 
trade declined. Imports decreased from P623 million 
(US$312 million) to P288 million (US$144 million), 
and exports dropped from P272 million (US$136 million) 
to P259 million (US$129 million). 

Import controls have brought about a marked change 
in the commodity composition of imports. Consumption 
goods constituted 48 per cent of all imports in the first 
three months of 1950, against 66 per cent in the first 
three months of 1949, and the share of capital goods and 
raw materials correspondingly increased from 33 per 
cent to 52 per cent. 

Balance of payments figures for the first quarter of 
1950 show a small surplus of P17 million on current 
acount, and a net increase in foreign assets. The trade 
deficit dropped to P58 million, against P206 million 
last year. U.S. Government disbursements, which con- 
tinued to be of paramount importance in financing the 
trade deficit and other current deficits, declined to P105 
million (US$53 million), from P168 million (US$84 
million) in the first quarter of 1949 and P146 million 
(US$73 million) in the last quarter of 1949, 

Sources: Central Bank of the Philippines, Review of 
Economic Trends, First Quarter, 1950, Manila, 
Philippines; Far East Trader, New York, N.Y., 
August 9, 1950. 


Philippine Agricultural Production 


Grain production in the Philippines for the crop year 
ended June 30, 1950 is estimated as above the prewar 
annual average. Rice production is estimated at 2.6 
million metric tons, or 107 per cent of output in 1937, 
and corn production at 582,000 metric tons, or 133 per 
cent, of 1937. Sugar and tobacco output is expected to 
reach prewar levels by 1951. Hog production is 105 per 
cent of prewar, but other livestock production is well 
below that in prewar years. 

Source: Far East Trader, New York, N.Y., August 2, 
1950. 


United States and Canada 


U.S. Foreign Trade 


U.S. exports increased from $825 million in May to 
$876 million in June, and imports rose from $659 mil- 
lion to $686 million. While most categories of exports 
showed increases, that of textile fibers and manufactures 
was by far the greatest, increasing from $134 million to 
$175 million and accounting for about 80 per cent of 
the increase in total exports. Exports of unmanufactured 
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cotton to Germany, France, and Italy were chiefly re- 
sponsible for this rise. The largest decreases in exports 
were inedible vegetable products, from $48 million to 
$36 million, and nonmetallic minerals, from $90 million 
to $83 million. Among imports, metals and manufac- 
tures (excluding machinery and vehicles) registered the 
largest single increase between May and June, from 
$97 million to $110 million. Other large increases were 
in textiles, from $73 million to $83 million, and wood 
and paper, from $95 million to $100 million. While 
imports of vegetables, nonmetallic minerals, machinery 
and vehicles, and chemicals all declined, the only signifi- 
cant decrease was in chemicals, from $14 million to 
$10 million. 
Source: Department of Commerce, U.S. Foreign Trade 
(Press Release), Washington, D. C., June 1950. 


Importance of ERP in U.S. Shipping 


A recent survey by ECA shows that, during the period 
July-December 1949, 42 per cent of all exports from 
Atlantic Coast ports was ECA-financed, and that 43,000 
persons were employed in the direct ocean transportation 
of ERP cargoes. About 20 per cent of the seamen 
attached to the overseas segment of the U.S. maritime 
industry was employed on U.S. vessels carrying ECA 
commodities, and from 40 to 50 per cent of the long- 
shoremen at U.S. ports was engaged in loading ECA 
cargoes. 

In the 27 months of ECA operations from April 1948 
through June 1950, 46 million tons of ECA-financed 
goods were shipped. During this period, the type of 
cargo changed. For example, bulk shipments reached 
18 million tons in the first year, but fell in the next 15 
months to 11 million tons; this decline was due chiefly 
to a decrease in coal shipments, which were vital to 
Europe during the first recovery year. The increase in 
shipments of capital goods under the program is indicated 
by the increase in liner cargo shipments (under which 


machinery shipments are classed) from 5 million tons | 
in the first year to 7.5 million tons in the next 15 months. | 


Source: Economic Cooperation Administration, Press 


Release, Washington, D. C., August 3, 1950. 


U.S. Cotton Situation 


Present conditions indicate a U.S. cotton crop of | 
10.3 million bales for the crop year ending July 31; this | 


is 36 per cent below last year’s crop. The sharp decline 
is attributed to government restrictions on cotton acreage 
and to boll weevil infestation, which is considered the 
most serious in history. Total cotton acreage dropped 
from 27.7 million acres last year to an estimated 19.0 
million in 1949-50, chiefly as a result of allotments im- 
posed by the government. 
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FINANCIAL NEWS SURVEY 


Cotton consumption for the 1949-50 crop year is esti- 
mated at 8.8 million bales, and exports at about 5.5 mil- 
lion bales. The carry-over on August 1, 1950 is estimated 
at about 7 million bales, an increase of about 134 million 
bales over last year. 

Cotton prices started rising in May, and by mid-July 
they were the highest in three years. Contributing fac- 
tors include increasing mill activity in recent months, 
the heaviest exports in a decade, and the decreased crop 
and insect damage mentioned above. 

Source: U.S. Department of Agriculture, The Cotton 
Situation, Washington, D. C., August 5, 1950. 


Canadian Refunding Issue 


Because of the improved dollar-exchange situation, 
Canada will be required to sell only $50 million of bonds 
in the United States for refunding the $100 million 
Canadian 4 per cent bond issue which matures this 
October. Originally it was expected that the entire $100 
million would have to be raised by a new bond issue, 
but now $50 million of the U.S. currency required can 
be paid directly from the Canadian Treasury. 

It is proposed that the new $50 million issue be under- 
written by a number of U.S. and Canadian investment 
bankers headed by Morgan Stanley & Co. The new bonds 
are to run to 1975 and will carry interest of 234 per cent 
per annum. They will rank as direct obligations of the 
Government of Canada and the principal and interest will 
be payable in U.S. dollars. 

Source: The Wall Street Journal, New York, N.Y., 
August 16, 1950. 


Latin America 


Nicaragua’s Exchange Control 

In an effort to fight an exchange shortage, Nicaraguan 
exchange authorities have suspended from July 12 to 
September 30,-1950 the issue of new permits for imports 
for which official exchange is allocated. The use of 
exchange certificates and exchange derived from exports 
in compensation has been restricted to the import of 
essential goods. New imports of essentials also may be 
effected with private funds if importers sell in advance 
to an authorized bank exchange for the equivalent value 
of the import. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D. C., August 14, 1950. 


Panama Trade 


As a stimulant to commercial activity, the Government 
of Panama has recently taken measures affecting re- 
exports. These include permission to resell bonded 
merchandise to ships regardless of tonnage (formerly 
such sales were limited to vessels of 1,000 tons or more) 
and a decree permitting the reexport of bonded merchan- 
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dise held in government warehouses. Since 1933 the re- 

export of such bonded goods had been permitted only 

when Canal Zone organizations were involved or to 

ships in transit; under the new decree, reexports may 

also be shipped by air. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., August 14, 1950. 


Inflow of U.S. Dollars to Mexico 


During the last few weeks there has been an inflow 
of dollars to Mexico, estimated by officials of the Banco 
de Comercio at some $1 million to $2 million per day. 
On August 3, however, $15 million was received. The 
repatriation of Mexican capital in the United States, 
American capital taking refuge in Mexico, an increase 
of U.S. tourists going to Mexico, and the sale of the 
Mexican cotton. crop, are said to account for.this inflow. 

The extraordinary inflow of dollars and the subsequent 
increase in reserves have developed a fear of inflation, 
and several private banks and other institutions have 
suggested counter measures, such as payment of the 
Mexican external debt from the increased dollar receipts. 
The Minister of Finance has stated, however, that the 
Government has already undertaken some corrective 
measures, including payment of $14 million to the U.S. 
Treasury, to cancel the balance of the $37 million 
Stabilization Fund loan granted to Mexico by the United 
States, and a relaxation of import quotas for trucks and 
automobiles to be assembled in Mexico. 

Sources: Hispano Americano, Mexico, D.F., August 4 
and 11, 1950. 


Colombian Budget Deficit 


Because of low tax collections, Colombia’s budgetary 
statement for the first six months of the current fiscal 
year shows a deficit of 27 million pesos (US$13.8 mil- 
lion). The budget may be brought into equilibrium 
during the second half-year, provided government spend- 
ing is based more on actual than on anticipated receipts. 
Source: El Tiempo, Bogota, Colombia, July 22, 1950. 


Private Capital Investments in Venezuela 


A recent report by the Central Bank of Venezuela 
states that of 255 million bolivares (US$76 million) of 
new private capital investments made in Caracas during 
1949 1.3 million went to agriculture, 39 million to indus- 
tries, 65 million to services, mainly transportation and 
communications, and 144 million to commerce. These 
figures, the report indicates, represent around 90 per 
cent of the enterprises existing or established during 
1949, 

It was estimated that the petroleum industry obtained 
in 1949 a profit equivalent to 27 per cent of its invest- 
ments, the same level as in 1948. Profits obtained by 
banks were 21.5 per cent of their investments against 
20.2 per cent in 1948. Industries yielded 13.52 per cent 


56 


in the Federal District and 19.62 per cent in the rest of 
the country; the respective yields for the building indus- 
try were 16.75 per cent and 25.76 per cent, for commercial 
activities 12.91 per cent and 10.32 per cent, and for 
services 13.74 per cent and 16.75 per cent. 

Source: El Nacional, Caracas, Venezuela, July 30, 1950. 


Argentine Pesos Declared Excess in Peru 


The Peruvian Central Reserve Bank has declared 
Argentine pesos to be in excess of current payments 
requirements in Argentina. This implies that the provi- 
sions of Decree-Law 11,076 of August 5, 1949 on “surplus 
currency” become applicable to Argentina. Under this 
law, imports of all types of goods, including those on 
the prohibited list, are permitted from a country whose 
currency has been declared excess. 

Under the trade and payments agreement of August 
22, 1949, settlement of accounts on current transactions 
between Argentina and Peru were to be made in Argen- 
tine pesos or in sterling up to a total of £1.5 million a 
year, if and when the Bank of England so agrees. As 
sterling also has been declared “surplus currency” since 
August 1949, there is no drastic change in Peru’s trade 
relationship with Argentina. Imports from Argentina 
may be paid for in either Argentine pesos or sterling. 

Imports from dollar-area countries are still restricted, 
since the list of prohibited imports applies to them. 
Sources: Department of Commerce, Foreign Commerce 

Weekly, July 3 and August 14, 1950. 


Uruguay Slackens Import Control 


By Decrees of July 20 and 21, 1950, the Uruguayan 
Government has suspended the application of import 
permits for products included in the group of essential 
imports which are payable in inconvertible currencies 
(French francs, Belgian francs, Dutch florins, Swedish 
kronor, and sterling) and for imports from Western 
Germany received under the payments agreement now in 
force. It is hoped that the coverage of this new system 
will be broadened shortly. 

The products now included in the new regulation are 
spare parts and accessories for automotive vehicles, 
tractors, lumber and construction materials, machinery in 
general and accessories, raw materials, drugs, chemical 
and pharmaceutical products, fuels and lubricants, hard- 
ware, salt, and copper wire for cables. 

Sources: Ministry of Finance, Montevideo, Uruguay, 
Decree of July 20, 1950; El Pais, Montevideo, 
Uruguay, July 26, 1950. 


Other Countries 


South African National Income 


The latest monthly review of the Standard Bank states 
that in 1949 the national income of the Union of South 
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Africa reached an annual rate of £831.7 million, com- 
pared with £406 million for 1939-40. The total monetary 
circulation of £372.3 million at the end of 1949 compared 
with £106.4 million at the end of 1939 (the highest year- 
end total was £421.2 million at the end of 1947). 


Source: Union of South Africa Government Informa- 
tion Office, South Africa Reports, New York, 
N.Y., August 10, 1950. 


U.K. Colonial Dollar Balances 


The U.K. Chancellor of the Exchequer has stated that 
payments for imports by the colonies from the dollar 
area are estimated at US$75 million for the first half of 
1950, and that receipts from colonial exports to that area 


were US$375 million. These estimates may be compared 
with the following figures for 1948 and 1949: 


July-Dec. Jan.-June July-Dec. 
1948 1949 1949 
Payments for Imports (million dollars) 
West Africa 10 10 
West Indies 60 45 
Far East 40 25 
15 20 


125 100 


Receipts from Exports (million dollars) 
West Africa 70 25 
West Indies 30 30 
125 80 
15 10 


240 145 


African sales of gold to the United Kingdom for sterl- 
ing, and invisible and capital transactions are not in- 
cluded in these figures. For the West Indies, invisible 
earnings from the tourist trade are considerable. 


Source: Records and Statistics, Supplement to The Eco- 
nomist, London, England, August 12, 1950. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 





